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Abstract 
The paper’s research purpose is to discuss the key firm-specific IT capability and its impact on the 
business value of IT. In the context of IT application in China, the paper builds research model based 
on Resource-Based View, this model describes how the partnership between business and IT 
management partially mediates the effects of IT infrastructure capability  and managerial IT skills on 
the organization-level of IT assimilation(as proxy for business value of IT ). This research releases 
105 questionnaires to part-time MBA in the Renmin University of China and gets 70 valid 
questionnaires, then analyzed the measurement and structural research model by PLS method. The 
result of the structural model shows the investment in infrastructure capability and managerial IT 
skills should be transformed into the partnership between IT and business, and then influence the IT 
assimilation. The paper can give suggestions to the firms about how to identify and improve IT 
capability, which will help organization to get superior business value from IT investment. 
Keywords: IT Capability; Business Value of IT; Resource-based View; Technology Assimilation;  
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1 INTRODUCTION 
The investment of enterprises in China is enormous in IT hardware and software at present, but the 
result of IT application between enterprises is far from each other (Martinsons 2004).In the long-term 
practices of IT application in Chinese companies, the successes and failures have been accompanied 
together all the time. So, the problem which the academia and industry must reflect is how to promote 
the alignment, integration of technology and business, realize the diffusion and assimilation of 
information technology in business strategy and process, and then get sustained competitive 
advantage through IT investment. 
As Brynjolfsson notes that, “computerization does not automatically increase productivity, but it is an 
essential component of a broader system of organizational changes which does”(Brynjolfsson 2002). 
This view has been further refined through the resource-based view of firms. Rather, Grant and  
Makadok distinguishes between resources and capabilities, and also states that these organizational 
capabilities are embedded, making them comparatively more valuable and inimitable, and can provide 
superior long-term performance because the firm is more effective than its rivals in deploying 
resources(Grant 1996; Makadok 2001).So, IS researchers have adopted this capability notion of 
resources by arguing that competitors may easily duplicate investments in IT resources by purchasing 
the same hardware and software, and hence resources per se do not provide sustained competitive 
advantages(Bharadwaj 2000).  
In recent years
Our research objective is simple: to study IT capabilities and their role in creating competitive 
advantage in the context of IT application in China. It is organized as follows: Part two describes 
theoretical foundations and literature review, we identify three distinctive IT capabilities and develops 
the research hypotheses; Part three is about the research methodology, develops measures for key IT 
capabilities and IT assimilation; Part four is the data analysis and result discussions; finally, the author 
discussed the study’s limitations and future research implications. 
, some researchers have framed the discussion in terms of IT capabilities, and define a 
firm’s IT capability as its ability to mobilize and deploy IT-based resources in combination or co-
present with other resources and capabilities (Santhanam 2003; Peppard 2004; Bhatt 2005; Saraf 
2007). From an RBV perspective, the development of capabilities over an extended period of time 
that become embedded in a company and are difficult to trade or imitate (Mata 1995;Wade 2004). 
Thus, despite uniformly high investments in technology, such organizational capabilities tend to be 
heterogeneously distributed across firms and provide firms a sustained competitive advantage. 
2 THEORETICAL FOUNDATION AND RESEARCH MODEL 
2.1 RBV and IS Research 
Barney (1991) proposed that firms could obtain competitive advantages on the basis of corporate 
resources that are firm specific, valuable, rare, imperfectly imitable, and not strategically substitutable 
by other resources (Melville 2004). This is often referred to as the resource-based view (RBV) of a 
firm.  Recently, The RBV has been adopted as the dominant conceptual paradigm guiding the “impact 
of IT on firm performance” research (Melville 2004). Strategy researchers have applied RBV to 
theoretically analyze the competitive advantage implications of information technology (Mata et al. 
1995) and to assess empirically the complementarities between IT and other firm resources (Powell et 
al. 1997). 
In this RBV framework, while resources serve as the basic units of analyses, firms create competitive 
advantage by assembling resources that work together to create organizational capabilities (Makadok 
2001). Based on this, some IS researchers proposed that if firms can combine IT related resources to 
create a unique IT capability, it can result in superior firm performance (Bharadwaj 2000, Bhatt 2005). 
So, firms can devise strategies to create and sustain advantages from investments in IT. 
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2.2 Literature Review of IT Capability 
Extending the traditional notion of organizational capabilities to a firm’s IT function, a firm’s IT 
capability can be defined. The concept of IT capability was developed using the premise that while 
resources can be easily duplicated, a unique set of capabilities mobilized by a firm cannot be easily 
duplicated and will have different potential in leveraging information systems (IS) for their 
competitiveness(Bharadwaj 2000; Wade 2004). 
Using logical RBV arguments, Mata et al. (1995)argue that managerial IT skills are rare and firm 
specific and therefore likely to serve as the only source of sustained competitive advantage. Ross and 
Beath (1996) provide illustrative case examples to underscore the idea that a firm’s IT capability can 
indeed provide competitive advantages and enhance a firms’ performance.  
IT capabilities must be built and cultivated over time. Empirical evidence has shown that some IS 
capabilities are distinguished from IT assets by their intangible nature: one cannot purchase an IS 
resource directly from a vendor, and can provide organizational performance gains (Santhanam 2003; 
Ravichandran 2005; Ray et al. 2006). For build our theoretical research models, a review of IT 
capability studies using the RBV can be seen from Table 1: 
 
Author The Construct of IT Capability Methodology Main Contribution  
Meta 
(1995) 
Managerial IT skills, including IT 
governance, cooperation with 
business managers, business 
understanding  
Conceptual Good conceptual development. Logical rather 
than empirical arguments made for 
appropriateness of resources. 
Ross 
(1996) 
Defines three IT assets: IT human 
resources asset, technology asset, 
and relationship asset. 
Conceptual Loosely based on the RBV. These 




Technological IT Resource, 
Human IT Resource, IT-Enabled 








IT capability not operationalized Empirical 
(Secondary 
data) 
Extends and confirms Bharadwaj (2000). 
Finds that firms with superior IT capability 
also exhibit superior firm performance. 
Melville 
(2004) 
Technological IT Resource, 






The paper develop a model of IT business 
value based on the resource-based view of the 
firm that integrates the various strands of 
research into a single framework. 
Wade(2004) A typology of key IS resources 
is presented 




IS Planning, Systems 
Development Capability,  IS 
Support Maturity, IS Operations 
Capability 




Knowledge sharing between IT 
function and business unit; 
Technical IT Skills, Flexible IT 
Technological Resource 
Empirical The paper considers shared knowledge as 
complementary IT resources, and it has a 
direct and a moderating effect on the ability 
of a firm to achieve SCA. 
Fink(2007) IT Infrastructure Capabilities; IT 
Personnel Capabilities(Business 
Capability, Behavioral Capability, 
and Technical Capability) 
Empirical  This study advances understanding of the 
relationships between two major subsets of IT 
capabilities and their relationships with the 
agility afforded by IT. 
Zhang 
(2006) 
IT Infrastructure; Human IT 
Resource; IT Climate; IT-Enabled 
Intangible Resource 
Conceptual The paper builds conceptual model, but lacks 
the empirical investigate using data from the 
firm in china. 
Qi 
(2008) 
Physical IT assets; IT intangible 
assets; Human IT resources 
Literature 
Review 
The paper lacks the building up of the theory 
model. 
Table 1. IT Capability studies using RBV Theory 
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2.3 Research Model 
The previous studies about IT capabilities of Chinese firms mostly focus on literature review or 
conceptual model, and still lack empirical research in the context of firm’s IT application in china. So, 
the authors draw on the IS literature to develop a theoretically derived research model of information 
technology capabilities, and apply the RBV framework to associate the three key IT capabilities with 
the business value of IT. We look forward to build a parsimonious model which will be more suitable 
for the IT application level in China. 
 Adopting Bharadwaj and Ravichandran’s classification schemes for IT capability, key IT capabilities 
are classified in the following:  
(1) IT infrastructure capability. In today’s environment, a quality IT infrastructure can provide firms 
with the ability to share information across different functions, innovate, and exploit business 
opportunities, and the flexibility to respond to changes in business strategy(Weill 2002, Melville 
2004).So, we defined IT infrastructure capabilities as the ability of the IT unit to provide extensive 
firm-wide IT infrastructure services that support the organization's business processes, which are the 
base foundation of other IT capabilities. 
(2)Managerial IT skills. IT human capitals include technical IT skills and the managerial IT skills 
(Melville 2004; Fink 2007). Nevertheless, managerial IT skills are often tacit, dependent on other 
interpersonal relationships which may take years to develop (Bhatt 2005). That demonstrate the 
ability of the IT unit to conceive of, develop, and exploit IT solutions to support and enhance 
organizational business processes. 
(3) Partnership between IT and business, consist of sharing risk and responsibility for IT application 
each other (Reich 2000). The partnership reflects the ability of the IT unit to create a partnership with 
business units to work together to meet them and exploit new business opportunities. Furthermore, we 
model that better IT infrastructure capabilities and managerial IT skills will promote the formation 
and consolidation of the partnerships between IT and business. 
In sum, the study presented here provides empirical data to examine the effect of three key 
capabilities—IT infrastructure, IT business experience, and relationship infrastructure— on the 
business value of IT at the firm level. In addition, the study examines the inter-relationships among 
three key capabilities. The research model is described in Figure 1. 
 
Figure 1 Research Model 
Next, we will discuss the construct of IT infrastructure capability, Managerial IT skills, the 
partnership between IT and business management, and then elicit the more detailed research model. 
Please see Figure 2 and Table 3. 
Busines Value 




between IT and 
business 
Managerial IT 
skills Three key Firm’s 
IT Capabilities 
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2.3.1 IT infrastructure capability 
Due to the fact that IT systems can be purchased or duplicated fairly easily by competitors, it is often 
argued that physical IT infrastructure are unlikely to serve as sources of competitive advantage (Mata 
et al. 1995). Such a reductionist view of technology, however, seeks to value the infrastructure solely 
in terms of its individual components, assumes the separability of the IT assets(hardware, network, 
platform, and database, etc), and ignores the synergistic benefits of integrated systems. So, another 
stream of research has viewed IT infrastructure as a collection of firm-wide shared IT services (Weill 
2002, Broadbent 1999). This study draws on this approach to define IT infrastructure capabilities as 
the ability of the IT unit to provide extensive firm-wide IT infrastructure services that support the 
organization's business processes.  
In existing IS research, IT infrastructure capability has been recognized as one of the key IT capability 
(Bharadwaj 2000; Santhanam 2003). In the paper, IT infrastructure capability was measured as an 
indicator of the quality of the hardware, software, and data architectures in terms of reliability and 
reach (Broadbent 1999). In addition, this construct also assessed the flexibility of the IT infrastructure 
to the business needs and directions. Consistent with Mithas, Ramasubbu, and Krishnan’s construct 
operationalization about IT infrastructure capability, our research particularly focuses on three 
dimensions: (i)the ability to provide data and information to users with the appropriate levels of 
accuracy, timeliness, reliability, and confidentiality; (ii) the ability to provide universal connectivity 
and access with adequate reach and range; and, (iii) the ability to tailor the infrastructure to emerging 
business needs and directions. 
According to the above, however commodity-like the technology components may be, the 
architecture that removes the barriers of system incompatibilities and makes it possible to build a 
corporate platform for launching business applications is clearly not a commodity (Bharadwaj 2000). 
Building such integrated infrastructure and organizational capability takes time and effort and 
involves experiential learning. So, we can have the hypothesis as follows: 
Hypothesis1 (H1): IT infrastructure capability are one of the key IT capabilities, higher levels of IT 
infrastructure capability will directly enhance the business value of IT(H1a) and also improve the 
partnerships between IT and business management(H1b). 
2.3.2 Managerial IT skills 
As information technology gradually become commodity-like, scholars refer to human IT resources 
are difficult to acquire and complex to imitate, thereby serving as sources of competitive advantage. 
The critical dimensions of human IT resources include technical IT skills and the managerial IT skills 
(Bharadwaj 2000). Although
These accumulated firm-relevant IT knowledge and competence can be defined as managerial IT 
skills which reflect the abilities of IT personal such as the effective management of IS functions, 
project management and knowledge related to the organization or business. 
 firms can acquire technical IT skills by hiring IT professionals, 
managerial IT skills are often developed over longer periods of time and “learning by doing,” making 
these experiences very heterogeneous across firms (Mata 1995, Bhatt 2005). 
Managerial IT skills in many cases are tacit and may involve hundreds of small decisions that cannot 
be precisely imitated. As long as these skills are part of the “taken for granted” part of a firm’s skill 
base, they may remain causally ambiguous. Therefore, managerial IT skills are not subject to low cost 
imitation, and then they usually will be a source of sustained competitive advantage. Managerial IT 
skills can be discussed by three dimensions as followings: 
• IT Project Management 
The effective development, implementation of some large-scale IT projects, such as ERP, SCM, Will 
ensure the realization of the firm’s IT strategy. IT project management mainly includes the project 
planning, the scheduling, and the cost control, is one aspect of managerial IT skills. 
• IS Operation Management 
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According to the extend Nolan’s model by Chen, many Chinese companies’ information systems will 
enter into the stage of operation and maintenance (Chen 1999), and more than 2/3 of the lifecycle of 
information system was in the state of operating and maintaining. The IS operation management is 
paid close attention to gradually, because the more effective management can save the operating cost, 
increase the benefit of information systems (Carr 2006). 
• Organization-Specific Knowledge 
This dimension refers to the understanding by IT personals of the specific organizational and business 
context in which information technologies are deployed, that represents a holistic view of the 
organization and its current business processes.  It is the problem-solving skills that enable an IT 
personal to understand business units’ issues and needs, to see problems within a big-picture 
framework, and to delivery the IT-enabled strategic initiative(Bassellier 2004). 
Other, it can be concluded from the above discussion that Managerial IT skills will impact the 
business users’ satisfaction with the services provide by IT unit directly(Li 2003). This will then 
enhance the communication and cooperation between IT and business management, also lead business 
users trusting, committed to IT function (Reich 2000). So, we can have the hypothesis as follows: 
Hypothesis2 (H2): Managerial IT skills are one of the key IT capabilities, higher levels of Managerial 
IT skills will directly enhance the business value of IT(H2a) and also improve the partnerships 
between IT and business management(H2b). 
2.3.3 Partnership between IT and business  
Only business units are in a position to effectively utilize IT in their strategy and everyday work 
(Boynton 1994). Therefore, in order to make effective use of IT, the IT responsibilities and roles 
should be shared between line management and IT management(Carr 2006). Unless line management 
and IT groups can coordinate their responsibilities and accountabilities, the firm is unlikely to acquire, 
deploy, and leverage its IT resources effectively. 
The partnership between IT managers and those in other business functions, including friendship, trust 
and common languages, develop over years, are socially complex, and involve a number of minor 
decisions over time. This makes it difficult to observe and imitate causal influences that might lead to 
positive outcomes (Reich 2000, Bhatt 2005, Fink 2007). In the paper, the partnership between IT and 
business management can be measured from two sides, one side is from the view of business users, 
and other side is from the view of IT professionals.  
• Commitment to IT Function 
Business user’s commitment to the IT function mainly describes the initiatives to champion, adopt, 
and use information technology (Carr 2006). These can be manifested by strategic IT vision of Top 
management, business manager’s intention to champion IT, management support toward the IT 
function and communication with IT managers and professionals, etc. 
• Participation in Business 
In the other hand, IT managers should establish good communication, cooperation with top 
management team and business managers, and actively participate in business planning (Kearns 2006). 
Partial support for this argument was reported in a study showing that IT executives who participate 
more in business planning believe they have a better understanding of top management’s objectives 
than those who participate less(Reich 2000, Carr 2006). 
As the above, it is the partnership that drives how other key IT capabilities like infrastructure 
capability and Managerial IT skills are deployed and used to improve the business value of IT(Ross 
1996 ; Reich 2000). So, we have hypothesis as follows: 
Hypothesis 3(H3): The IT-Business partnership is the most important one of key IT capabilities, and 
it will directly enhance the business value of IT. Furthermore, it will partially mediate the impact of 
infrastructure capability and Managerial IT skills on the business value of IT. 
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2.3.4 Perspectives on Assimilation  
Assimilation is defines as the extent to the application of information technology diffuses across 
organizational work processes and becomes routinized in the activities of those processes (Fichman 
2000, Liang 2007). It is an important construct in the causal chain of influence from the 
organizational adoption of an IT innovation to the evidence of its impacts on business performance. 
Swanson describes Type III innovations as information technologies that have strategic relevance for 
firms because their integration into the core business strategies, activities, and processes could directly 
impact financial performance. Therefore, in the paper, we adopt the organization-level of IT 
assimilation as proxy for business value of IT and conceptualize IT assimilation along three 
dimensions: the strategy, business process, and decision-making (Chatterjee 2002; Armstrong 1999). 
The strategy dimension mainly refers to the extent of use of IT to develop the new customer and 
business mode. In contrast, the process dimension refers to the use of IT to improve individual 
process and the integration of processes across organizational boundaries. Thirdly, the decision-
making dimension refers to the extent of use of IT to enhance the collection, transfer, and distribution 
of the information which is useful to decision-making of business managers. 
2.3.5 Control Variables  
Larger firms can enjoy advantages of certain economies of scale, scope, and network effects that 
might not be accessible to smaller firms. In order to control for the key resources/capabilities base 
reflected by size effects, we introduced organizational size, as measured by the number of employees, 
as a control variable in the model. 
3 RESEARCH DESIGN 
3.1 Sample and Data Collection 
This study releases 105 questionnaires to the part-time MBA(Technology and Operation Management) 
in the Renmin University of China. A total of 75 questionnaires were returned, including 5 invalid 
samples, so get 70 valid questionnaires finally. Table 2 is description statistics of the samples. 
 
Ownership Frequency Proportion (%) Employees Frequency Proportion (%) 
State-Owned Enterprise 44 62.9% Under 50 8 11.4% 
Private Enterprise 15 21.4% 50-100 6 8.6% 
Sino-Foreign Equity Joint 
Venture 7 10.0% 100-200 12 17.1% 
Sino-Foreign Cooperative 
Joint Venture 3 4.3% 200-500 17 24.3% 
Foreign-Owned 1 1.4% 500-1000 19 27.1% 
   Up 1000 8 11.4% 
Total 70 100%  70 100% 
Table 2 Describing Statistics of Samples 
3.2 Construct Operationalization 
According to the conceptualization of IT capabilities, the measurement was developed in this study 
based on existing literature (See details in Table 3).  The questionnaire items are presented in Table 3. 
All items used a five-point scale, anchored at the ends by either "strongly agree" and "strongly 
disagree" or "very large extent" and "not at all", following the original instrumentation. The 
questionnaire also collected data on the characteristics of the respondent organization.  
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Key IT capabilities 









Our company has a high degree of systems inter-
operability RE1 0.86 
Remote users can seamlessly access centralized data RE2 0.88 
Data is captured and made available to everyone in the 




Software applications can be easily transported and used 
across multiple platforms CO1 0.74 
Our user interfaces provides transparent access to all 
platforms and applications CO2 0.83 
Our company offers multiple interfaces or entry points 




Reusable software modules are widely used throughout 
our systems development group FL1 0.76 
Functionality can be quickly added to critical applications 
based on end-user requests. FL2 0.75 
Our company can easily handle variations in data formats 







Project planning PM1 0.91 
Project requirement analysis PM2 0.88 
Project budget and cost control PM3 0.95 






Carr 2006 ) 
Does IT function monitors the performance of IT system, 
and optimize, improve it according to actual records? OM1 0.81 
The security management of network and application 
system OM2 0.87 
Whether IT function has developed the business continuity 






The IT personnel understand the firm's strategy and plans SK1 0.86 
The IT personnel are able to interpret business problems 
and develop appropriate technical solutions SK2 0.87 
The IT personnel are knowledgeable about business 








Does the top management team regard information technology 
as the potential tool to get competition advantages? CIU1 0.84 
The communication between CIO and members of top 
management team.  CIU2 0.87 
Does the line and functional managers regard IT as the 





IT managers regularly attend business meetings PIB1 0.90 
IT managers participate in setting business goals and 
strategies PIB2 0.86 
IT managers are involved early in meetings for major 
business projects PIB3 0.81 
IT Assimilation 
(ITS) 
(Adapt from Amstrong 1999, 
Chatterjee 2002) 
The firm use information technologies to develop new 
business modes,  products, or customers, thus realize the 
differentiation strategy well.  
ITS1 0.894 
The firm use information technologies to the integration of 
business process of the value chain, and thus realize higher 
efficiency. 
ITS2 0.824 
The firm use information technologies to collect, transfer 
and distribute the informations which is useful to decision-
making of business managers. 
ITS3 0.858 
Table3  The Measurement for IT Capabilities 
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3.3 Data Analysis Methods 
Partial least squares (PLS), a component based approach that is suitable with smaller datasets (Chin 
1998; Gefen 2000), will be used. We will conduct the data analysis in two stages. First, we test the 
measurement model to ensure that the constructs had sufficient psychometric reliability and validity, 
and then address the structural model in which the hypotheses were tested. The statistic software, such 
as SPSS 13.0 and PLS-Graph 3.0, was used to perform the analysis. 
4 RESULT AND DISCUSSION 
4.1 Reliability Test for Measurement Model 
Composite reliability is used for exhibit the inter-item consistency of first order latent construct. In 
social scientific research, if composite reliability is greater than 0.7, the construct display adequate 
reliability (Gefen 2000). According to Table 4, the composite reliabilities for the constructs are all 
above the suggested value of 0.7. So, all first-order constructs display higher internal consistency. 
4.2 Validity Test for Measurement Model 
The two elements, convergent validity and discriminant validity, are components of a larger scientific 
measurement concept known as construct validity (Gefen 2005). These two validities capture some of 
the aspects of the goodness of fit of the measurement model, i.e., how well the measurement items 
relate to the constructs.  
We use PLS performs a confirmatory factor analysis (CFA) for convergent validity test, the results(in 
Table 3) shows that all the item loads in its latent construct are above 0.707.  It shows that more than 
half of the variance is captured by the latent constructs, and each measurement item correlates 
strongly with its assumed theoretical construct.  
Establishing discriminant validity in PLS also requires an appropriate AVE (Average Variance 
Extracted) analysis. Table 4 presents the inter-correlations among constructs, as well as the square 
roots of AVE values (on the diagonal). As a rule of thumb, the square root of the AVE of each 
construct should be much larger than the correlation of the specific construct with any of the other 
constructs in the model and should be at least .50 (Gefen 2005). The table provides evidence to 
support the discriminant validity of the constructs. 
 
Construct Composite  Reliability RE CO FL PM OM  SK CIF PIB ITS 
RE 0.79 0.842                 
CO 0.72 0.116 0.802         
FL 0.68 0.437 0.424 0.78        
PM 0.93 0.084 0.256 0.174 0.906       
OM 0.81 -0.021 0.305 0.246 0.696 0.853      
SK 0.77 0.039 0.357 0.417 0.564 0.665 0.83     
CIF 0.83 -0.04 0.313 0.343 0.664 0.643 0.578 0.865    
PIB 0.82 0.225 0.255 0.495 0.58 0.667 0.502 0.628 0.86   
ITS 0.82 0.285 0.34 0.402 0.648 0.466 0.601 0.571 0.646 0.859 
Diagonal elements are the square roots of AVE 
Table 4 Correlation of First-order Construct and AVE 
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4.3 Results and Discussions 
We assessed the structural model using the hypothesized relationships in the research model to model 
the paths between the constructs. Figure 2 depicts the structural model with the standardized path 
coefficients, squared multiple correlations (R2). 
 
Figure 2 Results of Structural Model Analysis 
(1)The structural model explained 56.8 percent of the variance in IT assimilation, 70 percent in the 
partnership between IT and business management. So, we argue for three types of IT capabilities as 
antecedents to the assimilation of IT. The results generally support this distinction, with four of the 
five hypotheses supported (H1a, P>0.1).  
(2) The path linking three key IT capabilities and IT assimilation is 0.146(p>0.1), 0.201(p<0.05), and 
0.460(p<0.01) respectively. Hypothesis 2a, 3 is supported. The results demonstrate a lack of 
significance between infrastructure capability and IT assimilation (H1a is not supported). This 
suggests that the quality of the IT infrastructure may not directly contribute to differential business 
value of IT. When almost all of the established firms begin to capitalize on the same resources, which, 
over time, either become available in the marketplace or can be imitated by the competitors, these 
resources become commodities. Having said this, lack of a quality IT infrastructure could be a serious 
disadvantage, as it becomes a competitive necessity for firms (Mata 1995). 
(3)It is managerial IT skills and, more significantly, the partnership between IT and business 
management that are related to the business value of IT. Even more important is the partnership that 
was found to significantly affect the business value of IT. This indicates that building partnerships 
could be path-specific, complex, and internalized within the organizational practices. 
 (3)The path linking IT infrastructure capability, managerial IT skills and IT-Business Partnership is 
0.188(p<0.01), 0.753(p<0.01) respectively, and the explained variance of IT-Business partnership is 
70.4(R2=0.704). Hypothesis 1b, 2b is supported, it implies that higher quality of IT infrastructure and 
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higher level of managerial IT skills will impact the establishment and enhancement of the partnership 
between IT and business management.  
(4) The estimate coefficient of .460 (p < .01) for the path linking the partnership to IT assimilation 
provides good support for hypothesis 3. The positive and significant path coefficients as well as the 
value of the R2
5 CONCLUSIONS AND FURTHER STUDIES 
 all provide support for the model in which the partnership partially mediate the impact 
of infrastructure capability and managerial IT skills on the business value of IT.  
5.1 Conclusions 
Based on RBV framework, the paper identified three key firm-specific IT capabilities—IT 
infrastructure capability, managerial IT skills and the partnership between IT and business 
management, and studied the impact of these capabilities on the business value of IT. Then, the 
authors make the empirical investigation in context of IT application in China. The results 
demonstrate that managerial IT skills and the partnership between IT and business management have 
positive effects on the business value of IT. Contrary to our hypothesis, the quality of the IT 
infrastructure may not directly impact on the business value of IT, but it has a significant positive 
effect on the partnership between IT and business management. 
5.2 Limitations and Further studies 
One limitation of this Study is that it takes a static cross-sectional picture of capabilities and business 
value of IT. This makes it difficult to address the issue of how capabilities are created over a run of 
several years. Future study that focuses on “state changes” over longer periods of time can add more 
depth to our understanding of how to create and leverage capabilities for business value of IT. Other, 
there is some evidence that industry-level effects on performance or competitive advantage exist 
(Armstrong 1999, Chatterjee 2002). Testing of capabilities across industries with varying information 
intensity can provide us with an understanding of how key IT capabilities affect the competitiveness 
of these sectors differently. 
In the future, the examination of other organizational capabilities (e.g., marketing capabilities) and 
their internal interconnectedness can enhance our understanding of the embeddedness of IT 
capabilities and the importance of mutual dependence in creating new capabilities that are even more 
immobile. Future research should adopt such an approach in further identifying the mechanisms 
underlying the strategic consequences of key IT capabilities. 
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